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A salary plan that is based on teacher pay, the minimum wage, and
the unemployment rate is proposed for the Council of the District of
Columbia. Under the plan, higher salaries result from raising teacher
pay or the minimum wage or from lower unemployment rates. The
plan could be adapted to almost any full-time state legislature.

The governments of the District of Columbia and many states have been imposing
merit pay on teachers, so it seems fair to turn the tables on our legislators and
subject them to a merit pay plan. I am proposing a plan for the Council of the
District of Columbia that is based on teacher salaries, the minimum wage, and the
unemployment rate. This plan forces the Council to live with what they legislate,
provides an incentive to improve the welfare of workers, and ensures that D.C.
residents get something in return for money spent on council salaries.

My plan consists of two components, a base salary and a bonus. The base equals the
annual equivalent of the minimum wage plus the salary of public-school teachers
with only a bachelor's degree and no experience. With current figures, the base
salary would be 8.25 × 52 × 40 + 49,085 = 66,245. The bonus is determined by the
unemployment rate so that lower unemployment rates bring higher bonuses. I
recommend a bonus cap of 55,000 because this amount added to the base salary is
121,000, which is close to current Council salaries.

The bonus amount for the next fiscal year is calculated by multiplying the cap by a
factor whose value ranges between 0 and 1. This factor, call it p, is calculated by
applying a formula (specified at the end of this proposal) to the unemployment rate
from a specified period of time. If unemployment decreases from the previous year,
the factor increases, and thus the bonus increases. Likewise, if unemployment
increases, the bonus decreases. The salary is calculated by multiplying the bonus
cap times the factor and adding that product to the base, that is, 66245 + 55000 × p.

The time period from which the unemployment rate is taken should closely precede
the beginning of the next fiscal year and be a time of the year when seasonal
employment is minimal. I recommend using the final unemployment rate for March,
which is available from the Department of Employment Services in May.



The following table gives some values for the unemployment rate and the resulting
salaries.

Unemployment
rate

p Bonus Salary

0 1 55,000 121,245
5 0.857 47,143 113,388
6 0.829 45,571 111,816
7 0.800 44,000 110,245
8 0.457 25,125 91,370
9 0.321 17,679 83,924

10 0.249 13,676 79,921
15 0.118 6,491 72,736
20 0.078 4,289 70,534
25 0 0 66,245

Notice how the bonus increases sharply from 10 to 7 percent unemployment and
more gradually from 7 to 5 percent. This results from setting two constants that
define the formula, the maximum acceptable unemployment rate M and a
corresponding factor T. I am setting M = 7 because it seems attainable, given that
the unemployment rate in D.C. dipped below seven percent from 2005 to 2008. I am
setting T = 0.8, which means that councilmembers are awarded 80 percent of the
bonus cap for 7 percent unemployment. Indeed, the plan is designed to provide
lucrative incentives for bringing unemployment down to an acceptable level.

The bonus cap, the maximum acceptable unemployment rate M, and the
corresponding factor T would be reviewed every ten years, beginning in 2021, by the
newly formed ethics commission. If the commission is dissolved, then the Office of
the Mayor would be responsible for conducting the review. The commission could
raise salaries by increasing the bonus cap, but the only way that councilmembers
could give themselves a raise is by raising the minimum wage or teacher salaries. If
either is lowered, then Council salaries are lowered accordingly. However,
councilmembers can raise the minimum wage or teacher salaries and choose to
freeze or lower the Council's salary by adjusting the bonus cap. Finally, the plan
eliminates cost-of-living adjustments and re-election raises.



The formula for computing the factor p is
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In the formula, u is the unemployment rate that is used to determine the bonus, M
is the maximum acceptable unemployment rate, T is the corresponding factor, and
c = 25/24. The constants c, M, and T determine the bonus structure.


